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The United States Trade-Mark Association, organized in 1878 and incorporated 
in 1887 as a non-profit organization under the laws of the State of New York, 
performs the following services for its members: 


LIBRARY OF TRADE-MARK INFORMATION 


During its sixty-four years of existence the Association has been accumulating compre 
hensive records, files and a general library of information on trade-mark matters. Members or 
their counsel have access to these records at any time. 


DISTRIBUTION OF TRADE-MARK INFORMATION 


From the trade-mark data on hand and constantly being gathered on state, federal and foreign 
law enactments, rules and regulations of administrative bodies, court decisions, articles and 
addresses by authorities, the Association by means of its formal publications, such as “The Trade- 
Mark Reporter,” “Master Index and Digest to the Trade-Mark Reporter (1911-1936),” and 
frequent “Legal Reports,” distributes valuable and timely trade-mark information and discussion 
among its members. 


LEGISLATIVE ACTIVITIES 


In all cases where manufacturers are confronted by proposed state, federal or foreign trade- 
mark laws, rules and regulations of administrative bodies or laws deemed adverse to their 
interests, the Association places its facts and findings at the disposal of the trade-mark owners 
concerned so that they can point out to lawmakers and others the harmful features and effects of 
such measures. Conversely, the same procedure is followed for measures deemed beneficial and 
constructive. 


SPECIAL SERVICES 


In addition to the foregoing general services, the Association is prepared to perform various 
special services free for members, or at cost when outlays of money or unusual expenditures 
of the staff’s time are involved. 

These special services consist of investigations of fact, trade-mark searches, notifications, filing 
and publication of slogans and all similar matters which do not involve or imply the practice 
of law. 


SOUND POLICIES AND PRACTICES 


The activities of the Association are at all times planned and supervised by a strong Board 
of Directors composed of important trade-mark owners whose efforts are supplemented and 
guided by able committees composed of business men and trade-mark attorneys. This makes 
the Association’s services of exceptional value to members. 
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DECISIONS OF COMMISSIONER OF PATENTS 


PART I 


ARE TRADE-MARKS AN ANTI-TRUST PROBLEM? 
By Kurt Borchardt* 


The 77th Congress saw a great deal of activity on the front of patent and trade- 
mark law.’ As the introduction of early bills indicates, there is little doubt that 
the 78th Congress will continue to struggle with patent and trade-mark problems.’ 
In the course of the hearings before the Senate Patent Committee, under the chair- 
manship of Senator Bone, voluminous testimony was heard on the institutional 
aspects of patents and patent licensing, especially from the point of view of the public 
interest.2 The proposed codification of the trade-mark law, on the other hand, 
was discussed primarily from the point of view of technical trade-mark lawyers 
and without particular regard to the protection of the public interest.* 

Indeed, not only the congressional hearings on trade-marks, but also the legal 
and economic literature is almost completely barren of any critical discussion of 
how the use of trade-marks affects the public interest. While patents and copy- 
rights have frequently been described as monopolies, trade-marks* have been placed 
in a different class. Rogers, for instance, has made the flat statement that, while 
patents and copyrights are monopolies created by law, “a trade-mark is quite a 


* A.B. (1935) University of Chicago; J.D. (1937) University of Chicago Law School; 
member of the Bar of the District of Columbia; co-author with Charles O. Gregory of “Cases 
and Materials on Torts,” 2 vols., 1937-38; Special Attorney, Antitrust Division, Department 
of Justice. 


The opinions expressed herein are those of the author and do not necessarily reflect the 
views of the Department of Justice. 

Reprinted by permission from the Georgetown University Law Journal, March, 1943. 

1. Patent Bills: S. 2303 and S. 2491 introduced by Senators Bone, O’Mahoney and LaFol- 
lette, and S. 2730 introduced by Senator Lucas. 

Trade-Mark Bills: H.R. 5461 and H. R. 102 introduced by Representative Lanham, H. R. 
1424 introduced by Representative Paddock, and S. 895 introduced by Senator Bone (identical 
with H. R. 102). 


2. Patent Bills: H.R. 109 introduced by Representative Voorhis (substantially the same 
as S. 2730, 77th Congress). 

Trade-Mark Bills: H. R. 82 introduced by Representative Lanham (substantially the same 
as S. 895 as passed by the House of Representatives, 77th Congress). 

3. Hearings before the Committee on Patents, United States Senate, 77th Congress, 2nd 
Session on S. 2303 and S. 2491, Parts 1-9. 

4. Hearings before the Subcommittee on Trade-Marks, Committee on Patents, House of 
Representatives, 77th Congress, lst Session on H. R. 102, H. R. 5461 and S. 895, 77th Cong. Ist 
Sess. (1941). 

Hearing before a Subcommittee of the Committee on Patents, United States Senate, 77th 
Congress, 2nd Session on S. 895, 77th Cong. 2nd. Sess. (1942). 

4a. For the purpose of the following discussion, no distinction is made between technical 
trade-marks, on the one hand, and trade names or firm names, on the other, since, as far as their 
monopolistic aspects are concerned, all of them are in one and the same class. Indeed, modern 
writers on the subject of trade-marks have observed “that all of the alleged distinctions between 
infringement of a technical trade-mark and an unfair or unlawful use of a trade name, firm 
name, get-up, etc., were erected on a wholly unsound and fictitious basis,” and that recent 
court decisions, by relinquishing the requirement of fraudulent intent in unfair trading cases, 
have removed “the last of those barriers which had been artificially created ....” (Derenberg, 
Trade-Mark Protection and Unfair Trading, pp. 46 and 102) . 
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different thing. There is no element of monopoly involved at all. ... A trade- 
mark precludes the idea of monopoly. It is a means of distinguishing one product 
from another ; it follows, therefore, that there must be others to distinguish from. 
If there are others, there is no monopoly, and if there is a monopoly there is no 
need for any distinguishing.”® In spite of this characterization of a trade-mark as 
a competitive device, Rogers admits a little later that the preference which a buyer 
might have for “Quaker Oats” is a habit which is “worth something to the pro- 
ducer of the goods to whose use we have become habituated. It eliminates com- 
petition for to us there is nothing ‘just as good.’’”* (Italics supplied. ) 

It can safely be said that trade-marks, like patents and copyrights, have their 
monopolistic aspects, because it is one of the functions of trade-marks to lift the 
product bearing a mark out of its general class and to place it into a class of its own, 
thus eliminating competition of other goods, because the public believes that “there 
is nothing ‘just as good.’ ”” 

However, it is not the purpose of the present article to discuss these monopolistic 
aspects inherent in trade-marks, although this problem too, is of great importance 
from the point of view of the public interest. The question to be discussed here is 
twofold : 

1. Can trade-marks be used as, for example, patents and copyrights, to lend 
legal color to agreements which but for the legal privileges flowing from trade-marks 
would be illegal under the Anti-trust Laws? . 


2. Excluding the type of cases where trade-marks are employed to supply legal 
color, can trade-marks be used for the purpose of implementing and strengthening 
patterns of restraints of trade, such as, for example, price fixing through the media 
of trade associations or patent licensing ? 


I. TRADE-MARKS AND LEGAL PRIVILEGES 


A consideration of some of the legal privileges flowing from the ownership of 
trade-marks is important, because ever since the enactment of the Sherman Act 
there have been many and varied attempts to find new legal forms to cloak activities 
designed to reap monopoly profits. The elements which make up the traditional 
patterns of restraint of trade and monopoly are relatively simple and few in number : 
price fixing; limitation of production; denying access to the market place to com- 
petitors; obtaining control over or achieving destruction of competing enterprises ; 
division of fields—geographically or functionally ; and tying agreements. The legal 
cloaks under which one or more of these patterns have been carried out vary in- 
finitely. At different times different legal media enjoyed special prominence and 
later were relegated to comparative obscurity as the Department of Justice and the 
courts became aware of their existence and effects. Trusts, trade associations and 
corporate charters are some of the older examples. In more recent years, patents 
and copyrights have been more prominently used, but since the courts have borne 


5. Edward S. Rogers, Goodwill, Trade-Marks and Unfair Trading, pp. 51, 52. 

6. Rogers, supra, p. 56. 

7. Edward Chamberlin, the Theory of Monopolistic Competition, 2nd Printing, Harvard 
University Press, 1935, pp. 57 ff. and 204 ff. 
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down on abuses of these franchises* attempts will be made, no doubt, in the future to 
use other legal forms with increasing frequency. To what extent trade-marks 
might be used in this connection remains to be seen.® 

Under the Miller-Tydings Act” trade-mark owners have the privilege of enter- 
ing into agreements prescribing minimum resale prices for their trade-marked 
products in those states which have on their statute books so-called Fair Trade Acts.” 
This privilege is subject, however, to two limitations: (1) The particular com- 
modity” for which a minimum resale price is fixed must be in free and open com- 
petition’? with commodities of the same general class produced or distributed 
by others. (2) The privilege extends to vertical agreements with dealers only, and 
does not include horizontal agreements between competing manufacturers, whole- 
salers, et cetera.* 


Under these circumstances it does not seem farfetched that trade-mark owners 
might cast their eyes around to find other legal privileges which might go with their 
trade-marks and which might render lawful restrictive agreements which, unpro- 
tected by such privileges, might be held illegal. A few decisions involving good-will 
protection—and trade-marks are an important part if not, at times, the source of 


good-will—might point the way as to how the much desired protective legal coloring 
might be acquired. 


In United States v. United Shoe Machinery Company” the lessee of shoe manu- 
facturing machinery covenanted that it would procure only from the lessor all 


duplicate parts needed or used in repairing the leased machinery. The Court upheld 
the validity of this clause** in the following words: 


8. Interstate Circuit, Inc. v. U. S., 306 U. S. 208 (1939) ; U. S. v. International Business 
Machine Corp., 298 U. S. 131 (1936); U. S. v. Ethyl Gasoline Corp., 309 U. S. 436 (1940) ; 
B. B. Chemical Co. v. Ellis, 314 U. S. 495 (1942) ; Morton Salt Co. v. G. S. Suppiger Co., 314 
U. S. 488 (1942) ; U. S. v. Univis Lens Co., 316 U. S. 241 (1942) ; Sola Electric Co. v. Jeffer- 
son Electric Co., 63 S. Ct. 172 (1942). 

For a discussion of the “patent problem,” see Ernest S. Meyers and Seymour L. Lewis, The 
Patent “Franchise” and the Antitrust Laws, 30 Georgetown Law Journal 117, 260 (1941, 1942). 

9. For an attempt to control methods of distribution and prices of trade-marked products 
at wholesale and retail levels, see U. S. v. Bausch & Lomb Optical Co., 45 F. Supp. 387 (1942). 

10. Act of August 17, 1937, c. 690, 50 Stat. 693. 

11. For a collection and analysis of State Fair Trade Acts, see State Price Control Legis- 
lation, U. S. Government Printing Office (Vol. 2 of a series of publications prepared by the 
Marketing Laws Survey). 

12. In U. S. v. Univis Lens Co., 316 U. S. 241 (1942) defendant manufactured lens blanks 
and controlled through resale price agreements the prices of the finished lenses. The court 
found that the distributors did not sell the same commodity which they bought from defendant 
manufacturer and held as follows: “We find nothing in the language of the Miller-Tydings Act, 
or in its legislative history, to indicate that its provisions were to be so applied to products 
manufactured in successive stages by different processes that the first would be free to control 
the price of his successors. The prescribed prices are thus not within the Miller-Tydings 
exception to the Sherman Act.” 

13. Compare in the Matter of Eastman Kodak Company, Federal Trade Commission Docket 
No. 4322, involving color film sold under the trade name “Kodachrome.” 

14. Compare U. S. v. American Optical Co., et al., United States District Court for the 
Southern District of New York, Civil Action No. 10-391 filed September 16, 1940, in which a 
horizontal agreement to maintain minimum resale prices is alleged. 

15. 264 Fed. 138, 167, aff’d 258 U. S. 451 (1922). 

16. Other tying clauses which required the lessees to lease shoe machinery supplies used 
in conjunction with such machines from lessor only were held unlawful by the District Court, 
which holding was affirmed by the Supreme Court. The Government did not seek a review of 
the District Court’s decision upholding the validity of the repair parts tying clause. 
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In the opinion of the Court there is nothing unreasonable in this provision. The evi- 
dence shows that most, if not all, parts of these machines are very delicate, and unless 
perfectly adjusted, will, if not entirely, at least very seriously, prevent the proper opera- 
tions of the machine, and in some instances prove ruinous, necessitating costly repairs, 
thus depriving the lessee of a sure output and the lessor of royalties. They may also 
cause dissatisfaction with the machines owing to the decreased and unsatisfactory output. 





This holding was cited with approval in Pick Manufacturing Company v. General 
Motors Corporation,“ in which plaintiff filed a bill of complaint alleging that 
certain agreements between General Motors and its dealers were illegal under 
Section 3 of the Clayton Act. Plaintiff manufactured and sold replacement parts 
for various kinds of automobiles, including those manufactured by General Motors. 
According to the provisions of the agreements, General Motors’ dealers agreed 
not to sell, offer for sale or use in the repair of cars produced by General Motors 
any parts not manufactured by General Motors, but the dealers agreed that they 
thereby were not granted any exclusive selling rights in General Motors’ parts. 
Plaintiffs contended that the inevitable effect of these provisions was to prevent 
dealers in General Motors cars and replacement parts from purchasing and using 
for such cars replacement parts manufactured by plaintiff and other independent 
makers. 

The Circuit Court of Appeals** upheld the dismissal of the complaint on the 
following grounds: 


.... In the minds of the owners, [of General Motors cars] the cars are identified and 
associated with the manufacturer. If defective or inefficient repairs or replacements should 
be made, and the cars, as a result should operate unsatisfactorily, the owners’ recollec- 
tions will naturally and inevitably revert to the specific name and manufacturer thereof. 
Defective parts, preventing efficient operation of cars, bring dissatisfaction with the 
automobiles themselves. The natural result is blame of the manufacturer and consequent 
loss of sales. 

.... The restriction [imposed on General Motors dealers] is applicable only to appellees’ 
cars. Clearly, this protects appellees against the otherwise possible use of defective 
parts in repairing or making replacements in their products. The preservation of the 
good-will of the public is directly involved. 

We believe that the covenants complained of protect appellees in their warranties 
of automobiles and in their continued sale thereof with the intent to promote and preserve 
the good-will of the purchasing public, essential to business success; and that they do 
not and will not lessen competition substantially, within the meaning of the act, or tend 
to create a monopoly.?® 


Another case in which the plea of good-will protection was successful is Thoms 
v. Sutherland,” where the court held that an agreement which provided for the 
division of trade territories between the contracting parties was legal, because the 
agreement was found to be ancillary to a transfer of assets. The facts in that 
case were as follows: 


17. 80 F. (2d) 641 (C. C. A. 7, 1935), affirmed 299 U. S. 3 (1936). 
18. 80 F. (2d) 641 (C.C. A. 7, 1935). 

19. 299 U. S. 3 (1936). 

20. 52 F. (2) 592 (C.C. A. 3, 1931). 
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Eastman Kodak was engaged in the manufacturing and sale of collodion pho- 
tographic printing-out paper mainly, if not entirely, in North America. A German 
corporation was engaged in similar business mainly in Great Britain and continental 
Europe. It did not appear (and the court specifically noted the absence of any such 
evidence) whether the American and German companies were competitors in this 
or other lines in these or other countries, or whether together they had a monopoly 
of the product. 

In 1903 the German company entered into a contract with Eastman whereby 
it agreed, among other things, that for 100 years it would not manufacture, deal 
in, or sell collodion paper in North America, Great Britain, France, Spain, and 
Portugal, and Eastman agreed that it would not sell the product in any other country 
of Europe. There were also mutual covenants against disclosing trade secrets 
and processes to anyone in the territory of the other. In consideration of the sur- 
render of the four European countries by the German company and the acquisi- 
tion of those countries as exclusive trade territory by Eastman, Eastman issued 
to the German company 2,845 shares of stock. The number of shares was 
based on the business profit earned by the German company on the product 
in question in those countries for the previous year. One of the questions 
before the court was whether the consideration for which the stock was issued 
was illegal under the Sherman Act. The court analyzed the problem as follows: 


The validity of the contract turns on two principles of law—recognized by all parties— 
one, that, where the purpose of a contract is unreasonably to restrain trade, and other 
covenants, though valid in themselves, are but incidental to that purpose, the contract 
is void: the other, that, where the purpose of a contract is the sale of a business, and a 
restrictive covenant as to territory is but ancillary to that legitimate purpose and neces- 
sary for the protection of property rights which pass from one to another, the contract 
is valid. The case, therefore, will be decided according as it may fall within one or 
the other of these principles. 


Since no evidence was presented of the proposed or practical effect of the 
contract, the court attempted “‘to find from the contract—within its four corners— 
its proper and legal effect.” Looking at the provisions of the contract set out 
above, the court found that there might be “a question whether the Eastman 
Company bought territorial rights to which the business of the Dresden Company 
was a mere incident, or bought the business of the Dresden Company to which the 
territorial rights were merely incidental and protective.” 

Looking at the preamble and other provisions of the contract the court found 
that the German company had surrendered its right to use in the trade territory 
granted to Eastman, a secret process for the making of collodion papers owned 
by it, together with customer lists, labels and trade-marks which it had used in 
that territory. Therefore, the court came to the conclusion that “the restrictive 
covenants involving an extension of territory within which the purchaser might 
carry on the business and a restriction of territory which would prevent the seller 
molesting the purchaser in the conduct of the business it had bought, were but 
incidents—necessary because protective—to the business purchased.” 

These examples, which by no means are supposed to constitute an exhaustive 
study of legal privileges flowing from good-will, show that the courts have in the 
past justified certain types of restrictive agreements on the basis of good-will 
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protection. In these cases the courts have pointed to certain criteria which induced 
them to apply to the agreements in question the label “designed merely reasonably 
to protect good-will” rather than the label “designed unreasonably to restrain 
trade.” It is suggested that, by observing carefully these criteria and by avoiding 
the pitfalls which caused other parties to fail,”” agreements in restraint of trade can 
without too much difficulty be dressed up to look to a casual reader like bona fide 
protective agreements. In enforcing the anti-trust laws, therefore, the Government, 
when confronted with agreements which all too carefully and prominently are 
labelled: “designed merely reasonably to protect good-will,” should be as suspicious 
as Hamlet when he exclaimed “The lady doth protest too much, methinks.” 


II. TrapeE-Mark MANIPULATION AS A METHOD OF IMPLEMENTING RESTRAINTS 
OF TRADE 


The following discussion deals with a somewhat different trade-mark problem. 
The question is no longer what legal privileges flow from the legal concept of a 
trade-mark, but can trade-marks be manipulated in such a way that they implement 
and strengthen the basic elements which make up the conventional patterns of 
restraint of trade.” A canvass of recent antitrust proceedings instituted by the 
Department of Justice and the Federal Trade Commission, and of testimony given 
before the Senate Patent Committee of the 77th Congress furnishes quite a variety 
of cases, in which trade-marks were so used. 

1. Joint Use of Trade-Marks—Domestic.—The misuse of a trade-mark was 
a prominent factor in a number of antitrust proceedings involving several lumber 
manufacturers and their trade associations.** The indictment and the civil action 
filed against the Southern Pine Association may be taken as representative of 


21. Following the decision in the Pick case, defendants in a number of cases involving 
tying agreements pleaded good-will protection as a defense. However, while reaffirming the 
theory of the Pick case, the courts held the agreements in question invalid either because 
defendants failed to prove good-will or reasonableness and necessity of restrictive measures 
or both. Compare International Business Machines Corp. v. U. S., 298 U. S. 131 (1936); 
Oxford Varnish Corporation v. Ault & Wiborg Corporation, 83 F. (2d) 764 (C. C. A. 6, 
1936) and U. S. v. General Motors Corps., 121 F. (2d) 376 (C. C. A. 7, 1941). 

22. See discussion on p. 57. 

23. U.S. v. Southern Pine Association, et al., District Court of the United States for the 
Eastern District of Louisiana, New Orleans Division, Criminal No. 19903 and Civil Action 
No. 275, both dated February 21, 1940. Defendants pleaded nolo contendere to the indictment and 
paid $12,000 in fines. A consent decree was entered in the civil suit on Feb. 21, 1940. 

U. S. v. West Coast Lumbermen’s Association, et al., District Court of the United States 
for the Southern District of California, Central Division, Criminal No. 14532, indictment returned 
September 25, 1940, and Civil Action No. 1488-Y filed April 16, 1941. Defendants pleaded 
nolo contendere to the indictment and paid $106,500 in fines. A consent decree was entered in the 
civil suit on Apr. 16, 1941. 

U. S. v. National Retail Lumber Dealers’ Association, District Court of the United States for 
the District of Colorado, Criminal No. 9937, indictment returned April 14, 1941, and Civil 
Action No. 406 filed January 3, 1942. Defendants pleaded nolo contendere to the indictment and 
paid $55,470 in fines. A consent decree was entered in the civil suit on Jan. 3, 1942. 

U. S. v. Western Pine Association, et al., District Court of the United States for the 
Southern District of California, Central Division, Criminal No. 14522, indictment returned 
September 18, 1940, and Civil Action No. 1389-R. J. filed February 6, 1941. Defendants pleaded 
nolo contendere to the indictment and paid $80,500 in fines. A consent decree was entered in the 
civil suit on Feb. 6, 1941. 

U. S. v. Retail Lumbermen’s Association, et al., District Court of the United States for the 
District of Colorado, Civil Action No. 378, filed October 24, 1941. A consent decree was entered 
on the same date. 

U. S. v. National Lumber Manufacturers’ Association, District Court of the United States 
for the District of Columbia, Civil Action No. 11262 filed May 6, 1941. A consent decree was 
entered on the same date. 
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that group of cases. The indictment alleges, among other things, the following: 
The Southern Pine Association offered to its members in return for the payment 
of a fee certain services which included the inspection of lumber grading operations. 
Those subscribing to these services were licensed to display on each piece of 
lumber the trade-mark “SPA” registered in the name of the Association for the 
purpose of certifying that the lumber had been graded and inspected by the Asso- 
ciation. Among the subscribers were all the “big-mills’* which, while constituting 
only 4.2 percent of all southern pine mills, producing 47 percent of the total pro- 
duction of southern pine. The vast majority of the “small mill” operators which 
comprised 95.8 percent of the mills and produced 53 percent of the total production 
of southern pine were not subscribers of the Association. 

The indictment alleges that the Association misused the American Lumber 
Standards program” by formulating and administering grading, grade marking 
and inspection rules for the purpose of giving an unfair competitive advantage to 
the products of its subscribers. The Association conducted extensive campaigns 
as a result of which in many localities only Association trade-marked lumber could 
be purchased and used for building construction. When competing trade-groups 
attempted to secure equal recognition for their trade-marks, the Association was 
successful in preventing this. Manufacturers, who were not subscribers of the 
Association, were thus forced, under pressure of otherwise being deprived of their 
trade, to subscribe to the Association’s services. Thereby they became bound to 
comply not only with the grading and inspection rules but also with the distribution 
and production policies of the Association which were designed to fix the price 
for southern pine lumber. 

The decree which was entered in the civil case” with the consent of the parties, 
provides that all grading, standardization, inspection, and grade-marking activities 
shall be separated from the Association’s activities and shall be carried on by a 
separate and autonomous bureau to be known as the Southern Pine Inspection 
Bureau. The services of this Bureau shall be at all times available on equal terms 
to all manufacturers of southern pine without favor or discrimination and without 
any requirement for joining or otherwise subscribing to the Southern Pine Asso- 
ciation or to any other trade association. The degree contains detailed organizational 
provisions to insure the impartial functioning of the Bureau. Charges to be made 
for the Bureau’s services shall be fixed to cover actual cost and shall be assessed 
against the subscribers of the services without regard to membership in any trade 
association. The Bureau has a mark of its own which shall be made available to 
all subscribers complying with the Bureau’s rules with respect to standards and 
grades. 

Another instance of joint use of a trade-mark may be found in the Government’s 
proceedings against General Electric Company and Westinghouse Electric and 
Manufacturing Company.” The complaints allege that in the growth of the electric 


24. In the lumber industry an annual production of 6,000,000 board feet per year has been 
recognized as the dividing line between “big mills” and “small mills.” 

25. A standardization program inaugurated in 1922 by the allied lumber industries pro- 
viding for uniformity as to sizes, grades, types of lumber, nomenclature, and practices applicable 
to the lumber industry. 

26. See supra, footnote 23. 

27. U.S. v. General Electric Co., et al., Civil Action Nos. 1364 and 2590, United States 
District Court for the District of New Jersey. These actions are still pending. 

















56 THIRTY-EIGHT TRADE-MARK BULLETIN 

lamp industry in the United States, General Electric has been the dominating 
company and that Westinghouse has shared in this domination. -The domination 
of the industry by General Electric was first secured through the ownership of 
the “Edison” patents, but has later been continued through a series of restrictive 
agreements based on certain other patents. These agreements allow Westinghouse 
and a few other companies to manufacture a limited quota of electric lamps. West- 
inghouse, however, is favored above the other manufacturers, because its quota is 
larger and because Westinghouse alone is permitted to share with General Electric 
in the use of the trade-mark “Mazda.” The complaints allege that the two com- 
panies have sold under the Mazda trade-mark substantially all of the lamps of 
their manufacture which account for 80 percent of all electric lamps sold in the 
United States. The use of the single mark vastly increased the selling power of the 
two concerns and lessened the chances of independent lamp manufacturers to com- 
pete for consumer acceptance of their product. 

2. “Joint Use” of Trade-Marks—lInternational.—Similarly, the device of having 
several companies use the same trade-mark has been employed for much the same 
purpose in the sphere of international trade. Here the scheme works as follows: 
Several companies which are located in different countries and manufacture the 
same product, conclude an international cartel agreement in which they divide 
the world market between themselves. Each cartel member then uses and registers 
in his territory the same mark. While the cartel members themselves are apt to 
abide by the cartel agreement, they experience not infrequently difficulties in con- 
trolling dealers and exporters who in spite of commitments to the contrary will be 
tempted to disregard export restrictions when profitable trading is expected in the 
forbidden land. It is in these cases that the identical trade-mark device assists in 
policing the cartel agreement. In the United States, the protection afforded by the 
law of trade-marks is further strengthened by Section 526 of the Tariff Act of 
1930.* This section provides that it shall be unlawful to import into the United 
States any merchandise of foreign manufacture if such merchandise or the label 
or package bears a registered trade-mark which is owned by a citizen of the United 
States, and if a copy of the certificate of registration of such trade-mark is filed 
with the Secretary of the Treasury. Any merchandise imported into the United 
States in violation of this section is subject to seizure and forfeiture for violation 
of the customs law, and any person dealing in such merchandise may be enjoined 
from dealing therein within the United States and is liable for the same damages 
and profits provided for wrongful use of a trade-mark.” 








28. 19 U. S.C. A. 1526. 

29. Section 1526, 526 of the Tariff Act of 1930 was enacted in order to avoid the decision of the 
C. C. A. 2nd Circuit in Bourjois & Co. v. Katzel, 275 F. 539. In that case the C. C. A. held 
that the importation and sale in the United States of an article made in a foreign country 
bearing a foreign trade-mark, also owned in this country, did not infringe the rights of the owner 
of the trade-mark in this country. The decision of the C. C. A. was reversed by the Supreme 
Court in Bourjois & Co. v. Katzel, 260 U. S. 689, 43 Sup. Ct. 244 and if the reversal had 
occurred prior to the date of the Tariff Act, this section might not have been enacted. 

In Sturges v. Clark D. Pease, Inc., 48 F. (2d) 1035, the same Circuit Court had to apply 
this section to a situation involving the importation for plaintiff’s personal use of a second- 
hand Hispano-Suiza automobile. The Court held that “the object of this drastic statute is to 
protect the owner of a foreign trade-mark from competition in respect to goods bearing the mark” 
and that the statute was applicable. 
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Testimony before the Senate Patent Committee of the 77th Congress shows 
that Section 526 of the Tariff Act of 1930 was seized upon by at least one American 
firm for the purpose of making the Secretary of the Treasury the policeman for 
the enforcement of international division of field agreements. According to this 
testimony, the New Jersey Zinc Company licensed several foreign zinc manufac- 
turers under its patents on condition that the licensees would not export zinc so 
manufactured to the United States and would mark such zinc with the trade-mark 
owned by the New Jersey Zinc Company. This was done for the specific purpose 
of making applicable to such imports Section 526 of the Tariff Act of 1930 and to 
prevent thus the importation of zinc into this country.” 

The use of identical trade-marks by different nationals has dangerous economic 
and political consequences as experience during the present war has shown, and 
these consequences may well have been intended by the foreign cartel partners who 
are now our enemies. In many instances the American members of international 
cartels bargained away to their German cartel partners their rights to export to 
South America in return for a guaranteed monopoly in the home market.** The 
German manufacturer used and registered in South America the same mark that 
the American manufacturer registered in the United States. When after the out- 
break of the war it became impossible for the German cartel partners to supply 
their South American customers, American producers were effectively prevented 
from shipping their goods to South America under their customary trade-marks, 
because there those marks were registered in the name of the German manufac- 
turer or of a local company dominated by him. Many American manufacturers 
are, therefore, now presented with the problem of developing new trade-marks 
of their own in South America—a task which not a few are unwilling to undertake. 
Consequently, South American markets either continue to be disregarded altogether 
or, worse yet, American products are exported to South America without trade- 
marks only to be resold there under enemy trade-marks. Thus, not infrequently 
American producers have, perhaps unwittingly, helped to keep alive enemy trade- 
marks and thereby enemy trade. This problem could have been avoided had the 
American firms used and registered in the United States and abroad trade-marks 
developed by themselves and different from those of their foreign competitors. 

3. Use of Different Trade-Marks.—In some cases of international cartels where 
more than one American manufacturer became parties to an agreement, the Ameri- 
can members desired to go further and divided the domestic market between them- 
selves in order to avoid competition. Division along geographical lines would have 
proved impractical since the concerns operated on a nation-wide scale and such 
division would have been too obvious. Therefore, a different kind of division 
along functional lines was established, and different classes of consumers were 
allocated to each manufacturer. A case in point is that of a certain patented 
soapless detergent. The parties in interest were an American soap manufacturer 
and an American chemical concern. Both American firms were members of an 
international patent cartel which guaranteed them freedom from competition in the 


30. Testimony before the Committee on Patents, United States Senate, 77th Congress on 
S. 2303 and S. 2491, Vol. 3, pages 1523, 1524 and 1550. 


31. See Joseph A. Borkin and Charles A. Welsh, “Germany’s Master Plan,” Chapter 10. 
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American market in return for their undertaking to refrain from exporting the 
detergent into the territory of the foreign cartel members. In order to avoid 
competition among themselves at home the two manufacurers attemped a division 
of fields along functional lines which proved to be difficult to achieve, since each 
of the parties desired the highly profitable textile trade for himself. The terms on 
which they finally agreed were as follows: The soap manufacturer would sell to 
the cleaning and dyeing trade and to related fields under the trade-mark “X” ; 
the chemical concern would sell to customers outside of the cleaning and dyeing 
field under the trade-mark “Y” ; and a corporation to be owned jointly by the two 
manufacturers would be supplied by the chemical concern and would sell to the 
textile trade under the trade-mark “Z.”’ This ingenious use of different trade- 
marks has enabled the manufacturers to hide from their customers the fact that 
“X,” “Y,” and “Z” are one and the same product and has therefore effectively 
eliminated competition. 

Another example of a domestic functional division of fields superimposed on 
an international geographical division of fields may be found in the Du Pont and 
Rohm & Haas Company case.** Both companies manufacture methyl methacrylate 
which is a plastic with a wide range of commercial and industrial uses. Some furni- 
ture, tableware, ornaments, and signs are made out of this plastic, while denture 
plates for false teeth are made almost. exclusively from methyl methacrylate. 

R6hm & Haas and Du Pont sold methyl methacrylate as a powder for manufac- 
turing purposes other than the manufacture of dentures under the trade-mark “Crys- 
talite”’ and “Lucite,” respectively. The price for both “Crystalite” and “Lucite” 
was fixed according to the indictment at 85c per pound. For dental purposes 
Rohm & Haas distributed the same plastic under the trade-names “Vernonite” 
(when distributed by one dental company) and “Crystolex” (when distributed by 
another dental company), while Du Pont sold the identical product under the 
trade-named “Lucitone” (under which name it was distributed by a third dental 
company). The prices for “Veronite,” “Crystolex,” and “Lucitone” were identical, 
the retail price being about $45.00 per pound. 

According to the indictment, the scheme of selling the same product under 
different trade-marks at different prices to different classes of customers was seriously 
endangered when outsiders discovered the identity of the product and pretended 
to buy methyl methacrylate for commercial purposes, only to resell it to dental 
laboratories at prices far below those charged for “Veronite,” “Crystolex,” and 
“Lucitone.” In order to maintain the different price scales, Du Pont and R6hm 
& Haas thereafter required all commercial purchasers of methyl methacrylate to sign 
agreements forbidding the resale of the product to anyone using it for dentures. 
Obviously, without the use of different trade-marks it would have been prac- 


32. U.S. v. Réhm & Haas Co., Inc., et al., District Court of the United States for the 
District of New Jersey, Criminal No. 877-C, indictment returned August 10, 1942, and testi- 
mony before the Committee on Patents, United States Senate, 77th Congress on S. 2303 and 
S. 2491, Vol. 2, p. 663 ff. 
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tically impossible to sell substantially the same substance to one group of customers 
at $45 per pound, while selling to other groups at 85c. 

Not dissimilar from the plastics case is a case involving rubber tires which came 
before the Federal Trade Commission.” In that case the Federal Trade Com- 
mission issued a cease and desist order charging Goodyear with a violation of 
Section 2 of the Clayton Act by discriminating in the price of tires between those 
sold in interstate commerce to Sears Roebuck & Co. on the one hand and to dealers 
on the other, with the effect of lessening competition and tending to create a 
monopoly in their manufacture and distribution. 

Goodyear over a period of years had entered into several agreements with Sears 
Roebuck according to which Goodyear undertook to supply all tires required by 
Sears in its mail order and retail store business. The tires manufactured for Sears, 
while otherwise substantially identical with those sold by Goodyear to dealers, bore 
a different trade-mark and tread design: Sears Roebuck’s first and second line 
tires bore the names “All State” and “Companion,” while the dealers’ tires were 
named “All Weather” and “Pathfinder.” Goodyear sold “All State” and “Com- 
panion” tires to Sears Roebuck at prices substantially lower than those at which 
dealers were able to purchase “All Weather” and “Pathfinder” tires. In order to 
protect Goodyear from the certain wrath of its dealers on account of the discrimina- 
tion practised against them by Goodyear, Sears Roebuck agreed not to divulge 
that “All State” and “Companion” tires were manufactured by Goodyear. 


Goodyear argued that Section 2 of the Clayton Act did not apply, because the 
commodity sold to Sears Roebuck was commercially an entirely different com- 
modity from that sold to Goodyear dealers. The tires sold to Sears Roebuck, 
so Goodyear stated, were “an aggregation of rubber and fabric and nothing more.” 
On the other hand, “Goodyear sells to its dealers a tangible and an intangible. The 


33. In this connection part of the opinion in American Safety Razor Corporation v. Interna- 
tional Safety Razor Corporation, 26 F. (2d) 108, 114 (D. C. N. J. 1928), is of interest. Plaintiff, 
a manufacturer of safety razors and blades, sought an injunction restraining defendants, who 
manufactured similar products, from infringing upon plaintiff’s trade-marks, “Gem,” “Ever- 
Ready,” and “Star.” Plaintiff contended that defendants’ advertising was designed to mislead 
the public as to the source of manufacture. The District Court held that defendants’ advertising 
did not constitute an infringement of plaintiff’s trade-marks because it did not tend to confuse the 
public as to who was the manufacturer of defendants’ blades. Going beyond this finding, how- 
ever, the District Court dismissed the complaint because “. . . . by reason of the character of the 
complainant’s advertising and literature, it has fallen far short of that standard of integrity 
which is required of a petitioner who seeks relief in a court of equity ....”’ An employee of 
plaintiff had testified that the blades which were sold under the trade-marks “Gem,” “Ever-Ready,” 
and “Star” were in reality the same, manufactured in the same factory, and in the same way. 
Plaintiff in its advertising attributed to each of the three blades peculiar qualities due to different 
manufacturing processes and charged different prices for them. The Court held that “if the public 
knew the truth, it would buy that blade of complainant which is sold at the smallest price, and 
that its ignorance is costing it money without warrant every time it buys a blade at any figure 
beyond the minimum.” 

The Circuit Court of Appeals, 34 F. (2d) 445 (C. C. A. 3d, 1929), reversed the decision on 
two grounds. In the first place the Court found that there was ample evidence to support 
plaintiff’s contention that defendants’ advertising tended to confuse the public as to the source 
of manufacture. As to the second ground, the Court held that “The court is not the keeper of the 
public conscience, and it would be going very far to hold that, because a complainant did not in 
some manner measure up to the court’s ideas of ethical fairness, the fact is sufficient to bar it 
from all redress in a court of equity... .” 
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tangible is the material content of the tire. The intangible is the right to sell the 
tire under the Goodyear trade-mark.” 

The Commission found that the sale by Goodyear to Sears Roebuck of “All 
State” and “Companion” tires at prices lower than those charged dealers for “All 
Weather” and “Pathfinder” tires had a tendency to increase still further Good- 
year’s already large share of the tire business, by driving out of business independent 
retail tire dealers and small competing tire manufacturers dependent upon the former 
as their outlets. The use of different trade-marks for the same product contributed 
in no small way to the successful perpetration of Goodyear’s discriminatory prac- 
tices, because in keeping from its dealers the truth about the sale to Sears Roebuck 
of the identical product at different prices, it helped to keep down organized dealer 
opposition and prevented the taking of effective counter measures on their part. 


III. EvotutTion or TrapE-MarkK FUNCTION AND THE PUBLIC INTEREST 


The facts adduced herein indicate that trade-marks can be employed for the 
purpose of implementing restraints of trade. Adherents of traditional trade-mark 
doctrine will ask the question, how can this be so, if the single function of a trade- 
mark is to designate origin?** The answer is that a functional evolution has taken 
place gradually with respect to trade-marks to the end that most modern trade- 


34. In the Matter of the Goodyear Tire & Rubber Co., Docket No. 2116, Cease and Desist 
order issued March 5, 1936. In Goodyear Tire & Rubber Co. v. Federal Trade Commission, 
101 F. (2d) 620 (C. C. A. 6th, 1939), cert. denied, 308 U. S. 557 (1939) the Court of Appeals 
set aside the order of the Federal Trade Commission holding that the proviso in Section 2 of 
the Clayton Act did not limit quantity discounts to discounts reflecting differences in _ selling 
or transportation costs. The Commission had contended that the proviso exempting * 
discrimination in price between purchasers of commodities on account of differences in the 


quantity of the commodity sold . ” had to be construed restrictively i in the light of the phrase 
immediately following which exempts discrimination in price” .... that makes only due allow- 
ance for difference in the cost of selling or transportation .. . ” The decision of the Circuit 


Court of Appeals while setting aside the Commission’s order charging Goodyear with violation 
of Section 2 of the Clayton Act, leaves unaffected the findings of the Commission as to the 
practices engaged in by Goodyear and the changes resulting from those practices in the com- 
petitive picture in the tire industry. 

Respondent’s Motion to Dismiss and Brief in Support thereof. The Brief further con- 
tains the following interesting statement: “It is known to everyone that a nationally adver- 
tised trade-marked article will sell to the consumer more readily and for a higher price than 
an unmarked, unidentified article .... In many instances the intangible is more valuable 
than the tangible, for instance, probably a greater proportion of the price a consumer pays 
for toothpaste is attributable to the trade name rather than to the chemical mixture.” This 
statement is in strange contrast with the allegations commonly made that nation-wide advertising 
increases sales and, therefore, permits lower prices. 

35. In Albany Perforating Wrapping Paper Company v. John Hoberg Company, 102 Fed. 
157 (1900), the court dismissed, for want of equity, a bill filed by plaintiff to enjoin the use 
by defendant of thirteen different trade-marks owned by plaintiff and used upon toilet paper 
manufactured and sold by him. The court held as follows: “. ...a trade-mark must denote 
origin . . . . How can that purpose be accomplished, if a manufacturer dealing in a single 
article used a thousand different trade-marks to designate the article and its origin? Such use 
necessarily produces confusion, and fails of the single purpose of the trade-mark—to designate 
with certainty the origin of the product. ... It may be that in the struggle for trade, the 
whims of retailers must be consulted and that the rivalry between dealers to present something 
attractive to the public eye must exist; but the courts of equity do not sit to indulge the whims 
of purchasers, or to protect one in creating confusion. .. .” 

This decision is no longer considered good law. Compare Derenberg, Trade-Mark Protec- 
tion and Unfair Trading, pp. 159 ff. and Nims on Unfair Competition and Trade-Marks, Third 
Edition, pp. 513 ff. 
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marks advertise and guarantee the goods rather than the origin of the goods. This 
evolution vitally affects not only trade-mark owners who have criticized the courts 
for having been too slow in recognizing this shift in the trade-mark concept® and 
who have been clamoring for modern trade-mark legislation, but also the public 
interest which is in dire need of additional protection. The impact of this change 
in trade-mark function on the trade-mark owners on the one hand and the public 
interest on the other hand can be demonstrated in the case of licensing of trade- 
marks. Proponents of the traditional indication-of-origin doctrine could not con- 
ceive of the possibility of licensing a trade-mark. Nims for instance, states “... . 
it is vital to the existence of a trade-mark that it should be used by one and by only 
one concern. A trade-mark cannot serve two masters ; it cannot identify two sources 
at the same time and remain a trade-mark. . . . all uses of such marks by lease, 
license or grant are unnatural ones, confusing to the public, and all contracts of 
lease, license or grant are contrary to the public policy... .”* 

In Great Britain modernization of the British trade-mark statute was under 
discussion in 1934, and the British Board of Trade prepared a report® to Par- 
liament on proposed trade-mark legislation which contains, among others, the 


following observations with respect to proposals to permit the licensing of trade- 
marks : 


A number of witnesses representing industrial and professional interests gave evidence 
before us to the effect that the circumstances of modern industry make it very desirable 
in some cases that certain persons associated with the proprietor of a registered trade- 
mark should be allowed to use his mark in trade, and that proprietors of trade-marks 
are severely hampered by the fact that under the existing law such user would render 
the mark invalid on the ground that it no longer distinguished the goods of the proprietor 
of the mark. It was stated by several of the witnesses that the cases in which such a 
provision would be most useful are those of groups of companies or firms which are 
separate entities in law but which are controlled by a parent company, but it was pointed 
out that the present limitation of user also causes great difficulty in connection with 
modern methods of rationalization, where arrangements between competing companies 
for the joint development of their businesses are made, and it was urged that any altera- 
tion of the law should apply equally to such cases. (Emphasis supplied.) 


* * * * 


We have given careful consideration to the representations made to us on this subject, 
and we agree that the trend of modern commercial development requires some relaxation 


of the existing restrictions on the use of registered trade-marks by persons other than 
the proprietor.*® 


The Board of Trade recommended against the adoption of legislation permitting 
the free licensing of trade-marks, but suggested the enactment of amendments 
which would permit the limited use of registered trade-marks by persons other 
than the proprietor. Following the recommendations of the Board of Trade, the 


36. Compare Nathan Isaacs, Professor, Harvard Business School, Traffic in Trade Symbols, 
44 Harvard Law Review 1210 (1931). 

37. Nims, supra, pp. 1021 and 67. 

38. Report of the Departmental Committee on the Law and Practice relating to Trade- 
Marks, presented by the President of the Board of Trade to Parliament by command of his 
Majesty, April, 1934. 

39. Supra, Sections 118 and 120. 
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Trade-Mark (Amendment) Act of 1937 created the institution of registered users® 
which permits the use of trade-marks under certain conditions set forth in the 
statute by persons other than the owner, whose names must be registered in the 
Registrar’s office. Such registrations are subject to the scrutiny of the Registrar 
and considerations of public policy, among others, determine whether registration 
shall be permitted or not, or whether a registration shall be cancelled or not. The 
decision of the Registrar is subject to court review. 

Similarly, the British Trade-Marks Act of 1919* provided with respect to 
standardization of trade-marks* which are designed “to certify the origin, material, 
mode of manufacture, quality, accuracy, or other characteristics of any goods,” 
that the Board of Trade shall permit the registration of such marks only if and 
so long as the Board is satisfied that the association owning the standardization 
mark is competent to certify, and that such certification is to the public advantage. 

These two examples show that the British trade-mark statutes do not leave 
the registration of trade-marks and the exercise of statutory trade-mark privileges 
entirely to the discretion of trade-mark owners, but provide for some machinery 
to safeguard the public interest. The public interest is involved not only in so far 
as the licensing of trade-marks and the registration of certification marks is con- 
cerned, but pervades the entire law of trade-marks, and it is suggested that no trade- 
mark legislation should be enacted unless first the impact of such legislation on 
the public interest is thoroughly explored in all of its aspects and some machinery 
is provided for the protection of that interest. 
























40. The Trade-Marks (Amendment) Act, 1937, Section 8, reenacted substantially in the 
Trade-Marks Act, 1938, Section 28. 

41. Section 12. 

42. Now called “certification trade-marks,” the Trade-Mark Act 1938, Section 37. 
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